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SUBJECT: NEW UK DEFENSE CUTS 

REF: LONDON 19483 

1 . A STORM BLEW UP IN THE PRESS OVER THE WEEKEND CON- 
CERNING ANOTHER ROUND OF DEFENSE CUTS. IN RESPONSE TO 
WHAT ALMOST CERTAINLY WILL BE THE FOURTH CUTBACK IN 
DEFENSE SPENDING SINCE THE LABOR GOVERNMENT TOOK OFFICE 
IN 1974, THE CHIEFS OF STAFF - ACCOMPANIED BY FRED 
MULLEY - TOOK THE RARE STEP OF LODGING FORMALLY TO 
THE PRIME MINISTER ON FRIDAY NIGHT THEIR PROTEST AGAINST 
THE SIZE OF THE PROPOSED NEW CUTS. IT IS REPORTED THAT 
THIS IS THE FIRST TIME IN PEACETIME SINCE 1921 THAT THE 
CHIEF OF THE DEFENSE STAFF ACCOMPANIED BY THE CHIEFS OF 
THE THREE SERVICES HAVE COLLECTIVELY USED THEIR RIGHT OF 
DIRECT ACCESS TO THE PM TO LODGE THEIR CONCERN. A 
MEETING OF THE CABINET ON TUESDAY WILL PUT FINAL TOUCHES 
ON THE ECONOMIC PACKAGE WHICH WILL BE ANNOUNCED BY 
HEALEYIN HIS MINI BUDGET ON WEDNESDAY. DEFENSE CUT FOR 
1977-78 IS REPORTED AT 100 MILLION POUNDS. RUMOR HAS IT 
THAT A FOLLOW-UP CUT IN 1978-79 OF UP TO 200 MILLION 
POUNDS IS BEING CONSIDERED. OUR SOURCES IN THE MOD, 
HOWEVER, TEND TO DISCOUNT THE LIKELIHOOD OF "TWO CUTS 
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SERVICE CHIEFS' VISIT TO THE PM WAS TO FEND OFF ADDI 
TIONAL CUTS IN 1978-79. 

2. WHILE THE LEFT-WING CONTINUES TO CALL FOR SUBSTAN- 
TIAL CUTS IN DEFENSE SPENDING - AND THREATENS REVOLT IF 
DEFENSE'S SHARE OF THE CUTS DOES NOT EQUAL THOSE BEING 
IMPOSED ON THE SOCIAL SERVICES - THE CONSERVATIVE OP- 
POSITION IS CALLING FOR FRED MULLEY'S RESIGNATION ON THE 
SCORE THAT IF FURTHER CUTS ARE IMPLEMENTED THEN MULLEY 
WILL HAVE LOST "THE CONFIDENCE" OF HIS DEFENSE CHIEFS. 

IAN GILMOUR (SHADOW CABINET SPOKESMAN FOR DEFENSE) CALLED 
FOR MULLEY'S RESIGNATION "...IF NEW CUTS ARE IMPOSED..." 

AND SAID THAT HE HAD THE AUTHORITY OF MARGARET THATCHER 
AND THE SHADOW CABINET TO GIVE AN UNEQUIVOCAL UNDERTAKING 
THAT "...WE WILL SPEND WHATEVER IS NECESSARY ON 
STRENGTHENING OUR DEFENSES..." WHILE ACCEPTING THE 
NECESSITY OF PUBLIC EXPENDITURE CUTS "ELSEWHERE." 

3. OUR SOURCES INDICATE THAT THE CHIEFS OF STAFF 
"ACCEPT" THE POLITICAL NECESSITY FOR ANOTHER CUT BUT 
WISH TO PLACE ON RECORD THE IMPORTANCE THEY ATTACH TO ITS 
BEING "SYMBOLIC" AND HENCE "SMALL." IN THE CONTEXT OF 
THE TOTAL MINI-BUDGET CUTS IN PUBLIC EXPENDITURE OF 
ABOUT 1 BILLION POUNDS. A CUT OF, SAY, 100 MILLION 

POUNDS IS VIEWED BY THE GOVERNMENT AS MODEST. WE HAVE 
BEEN TOLD BY A NUMBER OF SENIOR MOD OFFICIALS THAT IT 
WOULD BE WRONG TO READ "TOO MUCH INTO THE VISIT" OF THE 
CHIEFS OF STAFF TO THE PRIME MINISTER. ALSO, OUR 
SOURCES HAVE EMPHASIZED THAT THE CHIEFS’ ACTION SHOULD 
NOT BE INTERPRETED AS "A VOTE OF NO CONFIDENCE" IN 
MULLEY. RATHER THEIR PURPOSE APPARENTLY WAS TO REINFORCE 
STRONGLY THE SERIOUS IMPLICATIONS OF FURTHER CUTS ON 
DEFENSE CAPABILITIES PER SE AND TO DRAW ATTENTION TO THE 
FACT THAT "A LINE HAD TO BE DRAWN SOMEWHERE." 

4. ALL OF OUR CONTACTS IN MOD EMPHASIZED THAT 
PARLIAMENTARY PRIVILEGE PRECLUDES DISCUSSION OF A NUMBER 
OF POINTS AND THAT THEY ARE UNDER STRICT ORDERS NOT TO 
"SPECULATE" OR TO DISCUSS "DETAILS." 
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